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To be successful 
organisations need to have 
competent people at the top. 

This, of course, does not 
mean that qualify staff down 
below are not needed, 
because competent people 
at the top will ensure that 
the whole organisation is 
staffed with competent 
people. 

People generally first come 
to the position of director 
without any specific 
training for the role* 

They will, of course, have 
certain abilities and 
experience which the other 
directors and members think 
will enable them to become 
successful directors and 
contribute to the well being 
of the organisation. 


It is not sufficient to leave 
them to learn on the job as 
this will take time and if the 
board they are joining is 
incompetent they will most 
likely only pick up the bad 



habits of the existing 
directors. They certainly need 
some induction training by 
the organisation in its 
business and board 
procedures, but the new 
director needs training 
outside their co-operative or 


company to broaden their 
knowledge. 

The nature of directorships 
means that there is a regular 
turnover of directors on a 
board. They are only elected 
for a limited term, say three 
years, and at the end of their 
term they have to decide 
whether to stand again. As 
non-executive directorships 
are part-time and of less 
importance than their 
regular employment or 
family, a number Find they 
cannot continue to give their 
directorship the time it 
deserves and stand down. 
Others stand again and are 
defeated in an election. This 
is not a bad thing as the 
board is reinvigorated with 
new people, but it means 
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there is a constant need to 
train new directors. Of 
course, successful boards 
should not only be concerned 
with training new directors, 
they should commit 
themselves to ongoing 
training for all to keep 
abreast of changed business 
conditions and legislation. 

Even if they went to the 
same training course year 
after year they could still 
benefit from the changing 
emphasis that new course 
participants bring to bear 
on the program. There is 
also the considerable 
benefits from mixing with 
directors from other 
co-operatives. 

In an economy dominated by 
investor owned companies, 
co-operative directors need 
more training than their 
company counterparts 
because unfortunately not 
many people understand 
co-operatives. Certainly, 
co-operative directors need 
to have the same business 
skills as company directors 
but the co-operative 
objectives in servicing their 
members and the 
relationship with the 
members is different, as is 
the legislation under which 
they operate. 

I suggest that many people 
who have been members of 


a co-operative for many 
years do not really 
understand what 
co-operatives are about. 
Successful large 
co-operatives with paid 
employees will have a 
competent CEO with a 
mutually supportive 
relationship with the board. 



If the CEO was recruited from 
outside the co-operative he 
or she will probably come to 
the position without any 
knowledge of co-operatives. 

If as is likely, that the new 
CEO is a strong character it 
will take a strong well 
trained board to direct the 
new CEO in the right 
direction. It is vital that the 
relationship between the 
board and the CEO is put on 
the right footing and this one 
of the matters that need to 
be addressed in director 
training. 

Unfortunately, the 
relationship between the 
board and the CEO is not 


always productive and some 
CEO's will deliberately block 
director training. 

In his report for the Plunkett 
Foundation in the UK, 
"Developing Directors of 
Co-operatives and Similar 
Other Enterprises, " , 
Plunkett Foundation (March 
1994) Edgar Parnell had this 
to say: "When CEOs 
dominate boards, it is not 
unheard of for them to act as 
a filter when the subject of 
director training is raised. 
Materials meant to notify 
directors of training are 
sometimes consigned to the 
waste bin as being a waste 
of money or likely to cause 
directors to ask awkward 
and unnecessary questions." 
I have seen evidence of this 
myself when trying to 
arrange director training 
here in Victoria. 

The report by Edgar Parnell 
is a very useful document 
and in it he lists the basic 
competencies required of all 
co-operative directors. 

• An unequivocal 

understanding of the 
purpose and prime 
objectives of the 
organisation which they 
serve as director. 
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• An understanding of the 
structure of the market in 
which the business 
operates as well as the key 
factors which are critical to 
its survival. 

4 An awareness of their 
legal and functional 
responsibilities as a 
director of the business. 

• The personal skills 
required to function 
effectively in the 
boardroom. 

• The ability to 
comprehend the financial 
and control information 
necessary for the 
management of their 
business, including the key 
result areas and key result 
indicators for that 
business; and 

4 The ability to take an 
active role in the 
business-planning process 
and in monitoring 
progress against such 
plans. 

4 There are three additional 
competencies which 
improve the effectiveness 
of co-operative directors: 

• Leadership and 
communication skills. 


• An appreciation of the 
background and setting 
for co-operative business 
activity; and 



• An awareness of the latest 
developments and trends 
within the relevant 
business area. 

Co-operative education, 
including the training of 
directors, is an important 
objective of the Co-operative 
Federation of Victoria Ltd. 

Over the last two years we 
have developed a training 
program with Monash 
University for Agribusiness 
Co-operative Directors. This 
has taken the form of a 
residential weekend course 
at the Monash Mt. Eliza 
Business School which has 
attracted participants from 
each State and New 
Zealand. 


The type of course, 
residential and sector 
centred is the ideal format 
but is quite expensive and 
out of the range of most of 
the smaller co-operatives. 

We are now in the process of 
developing an affordable 
program for the smaller 
co-ops. For a report on the 
first workshop for small 
co-ops see p 6 

By far the most useful book 
for co-operative directors 
that I know of is Edgar 
Parnell's, "Reinventing 
Co-operation The Challenge 
of the 21st Century." I would 
classify it as the co-operative 
director's bible. It's only 
shortcoming in that regard is 
that as it has been written 
for an international audience 
it does not deal adequately 
with the directors legal 
responsibilities in Australia. 

It is so good that I suggest 
that if co-ops can afford it 
they should buy a copy for 
each current and incoming 
director. Reinventing 
Co-operation can be 
purchased from the CFV for 
members $50 plus $5 for 
postage and for 
non-members $55 plus $5 
for postage. 

John Gill 


Co-Op Awards deadline has been extended to 30 September 1999. 
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Is the co-operative 
movement worth fighting 
for? 

Over recent years there have 
been too many examples of 
agricultural co-operatives, 
building societies and 
insurance mutuals that have 
demutualised - converted 
from a mutual to an 
investor-owned business. 

The Executive Officer of 
the Australian Centre for 
Co-operative Research 
and Development, Garry 
Cronan, has estimated 
that more than $23 
billion of mutual 
insurance, building 
society and general 
co-operative sector assets 
has already been captured 
by investor-owned 
companies. 

Mutual organisations have in 
common the fact that the 
owners and users are the 
same people and that the 
members have equal voting 
rights. 

Unique Mutuality 

Mutuality has unique 
characteristics which brings 
benefits to their members. 

Mutual organisations in 
Australia include friendly 
societies, credit unions and 
co-operatives. They used to 
include some insurance 


societies and building 
societies. 

The tragedy is that each 
mutual sector ignores the 
existence of other sectors and 
this fragmentation ultimately 
fails us all. 

The reasons for this 
separateness are historically 



diverse and each sector has 
significantly contributed to its 
own separation. 

The invalid reasoning for 
continued separation include 
implicit and/or explicit 
notions of inferiority and 
superiority, weaknesses and 
strengths and maturity and 
immaturity. These reasons 
are not consistent with 
co-operative philosophy and 
principles. 

Abdication 

The continued separation is 
an abdication of the principle 
of co-operation between 
co-operatives. 


Each sector appears to be 
indifferent to the other 
surviving sectors. 

The basis of unity between 
the surviving mutual sectors 
should be liaison and 
dialogue and, whenever 
appropriate, common action. 
Of course, this will be difficult 
to achieve with differing 
circumstances and 
resourcing. But, then, the 
challenge is to make it 
work and not justify why it 
will not work. 

The recent formation of 
Mutuality Australia is a 
promising beginning in 
assisting the desirability of 
mutuality without 
separation and 
divisiveness. Its formation by 
co-operators and others is a 
challenge to us ail. Mutuality 
has been formed to rebuild 
community, co-operation and 
civil society. 

Must Fight 

If the co-operative movement 
is worth fighting for, then, we 
must fight and the different 
mutual sectors work together 
and articulate the mutual 
difference and advantage. 
The most important 
contribution to 

demutualisation is the failure 
of the mutual sector to fight 
for values and principles. 

David Griffiths 
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Jobs Of Our Own by Race 
Mathews is published jointly 
by Pluto Press Australia and 
Comerford and Miller, UK, 
and is available from the 
CFV. 

Race Mathews is probably 
the Australian Co-operative 
Movement's most high 
profile supporter. He is a 
former Federal MP, a 
Victorian State MP and a 
Minister in the first Cain 
Labor Government and 
Principal Private Secretary to 
Australian Prime Minister 
Gough Whitlam. He will be 
well known to many 
Victorian co-operatives 
through his attendance at 
Federation meetings and 
seminars. 

Jobs Of Our Own is a 
scholarly well written book 
which will only have limited 
appeal for Australian 
co-operators looking for 
inspiration and solutions to 
problems confronting them. 

The book is in two parts (1) 
British Distributism and (2) 
Distributism Reborn mainly 
dealing with the Antigonish 
Movement in Nova Scotia, 
Canada, and the Mondragon 
co-operatives in the Basque 
region of Spain. All three, 
British Distributism, the 
Antigonish Movement and 
the Mondragon 
co-operatives were a 
response to the prevailing 


poverty of the day in which 
the Catholic Church played 
an important role, as it did in 
the formation of credit 
unions in Australia in the 
1 950's and 60's. 

The political philosophy 
distributism advocated the 
widespread ownership of 
property to reduce poverty. 
The section British 



Distributism reports on the 
left wing intellectual political 
scene in Britain from the 
I SSO's to the Second Worid 
War when distributism finally 
lost over to socialism and the 
State ownership of property. 

The problem I have with this 
section is the lack of detailed 
analysis of the philosophy 
and the concentration on the 
leading people in the 
movement. The Distributists 
themselves may be partly to 
blame for this beca use 


despite committing 
themselves to it they failed to 
produce a text book on their 
philosophy. It seems to me 
from reading this book that 
the distributists were talkers 
rather than doers and failed 
both to develop into a 
political force and put their 
ideas into practical effect. 

The leaders and most 
influential people were the 
brothers Cecil and Gilbert 
Chesterton and Hilaire Belloc 
who all had great intellectual 
capacity and genuine 
concern for the poor. 

The Antigonish Movement 
commenced in Nova Scotia, 
Canada, in the late 1920's to 
address the extreme poverty 
of the region. It had great 
success in building up a 
network of co-operatives, 
credit unions and adult 
education, but by the 1 960's 
it was well past its peak and 
in decline. 

The Mondragon 
co-operatives in the Basque 
region of Spain commenced 
in the 1950's and have been 
an outstanding success right 
through to today. Annual 
sales are now above $US 6 
billion and the co-operatives 
now provide roughly 3% of 
the Basque region's 1 
million workers and have 
increased employment in the 
face of rising unemployment 
in the region. 
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By far the most interesting 
section of the book for 
co-operatives is "The Rochdale 
Cul-De-Sac in Chapter 8. 

Dead End 

Cul-De-Sac is, of course, a 
dead end street. 

Race Mathews argues that 
the traditional Rochdale 
co-operative principles have 
serious limitations for the 
long-term continuity of 
co-operatives unless the 
workers are brought in as 
owners and important stake 
holders as in Mondragon. 


There is plenty of evidence 
that large long established 
co-operatives face serious 
problems as the enthusiasm 
of the founders and the 
participation of the members 
declines and Race Mathews 
quotes the recent 
demutualisation of large 
financial mutuals in Australia 
and the UK. 

However, nearly all 
institutions have finite lives 
and I have seen figures 
which indicate that only a 
small proportion of the 
companies listed on the New 
York and Australian Stock 
Exchanges 30 years ago are 
still there today. 


Long Lives 

On the other hand some 
co-operatives have very long 
lives. VPC lasted 89 years. 
Pivot is still going strong 
after more than 75 years and 
Bonlac has its origins in local 
dairy co-operatives formed 
last century. 

Race Mathews may be correct 
but there needs to be much 
more research before \ 
would be convinced that the 
Rochdale principles have a 
fatal flaw for the longetivity 
of co-operatives. 

John GUI 


The Co-operative Federation of Victoria Ltd 
organised a workshop for co-operative 
directors on 1 7 July 1999. 


There were 30 participants 
and, after excluding CFV's 
John Gill and David 
Griffiths, 26 (92.85%) of 28 
completed the workshop 
evaluation questionnaire 
as follows: 


1 . The trainer put a high 
priority on the needs of the 
participants. Strongly 

Agree 12 (46.15%) Agree 14 (53.85%) 

2. The aims of the training were made clear 
before and during the workshop. Strongly 
Agree 8 (30.77%) Agree 1 7 (65.38%)Don't 
Know 1 (3.85%) 

3. The venue was suitable for the workshop 
Strongly Agree 6 (23.08%) 


Agree 14 (53.85%) Don't Know 2 (7.69%) 
Disagree 4 (15.38%) 


4. The topics covered were 
relevant to my 
co-operative. Strongly 
Agree 1 1 (42.30%) Agree 
14 (53.85%) Don't know 1 
(3.85%) 

5. The workshop was 
presented in an interesting 
manner. Strongly Agree 
(50%)Agree (50%) 


6. The issues Were covered in sufficient 
depth. Strongly Agree 8 (30.77%) Agree 17 
(65.38%) Don't know 1 (3.85%) 

7. I would recommend similar workshops to 
my co-operative and other co-ops. Strongly 
Agree 1 8 (69.23%) Agree 8 (30.77%) 
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In a second four page 
submission to the Review of 
Business Taxation/ the 
Cooperatives Council of 
Australia has reiterated its 
opinion that Division 9 
should be retained and 
enhanced. 

Difference 

The CCA has emphasised 
"the significant 
differences in the 
approaches taken 
relate to the 
relationship between 
the co-operative as an 
extension of the 
member's business and 
that of a remote 
investor. Co-operatives 
largely determine 
prices of commodities 
whether buying or selling on 
the basis of the volume of 
activity done with the 
co-operative. This is the 
nature of participation in a 
co-operative in order to 
enhance the member's 
welfare or business 
profitability rather than 
generate a payment based 
on a return on risk capital." 

Concern 

"Of real concern to 
co-operatives is the issue of 
taxing distribution to 
members that are not based 
on investment in shares for 
a rate of return on capital 


employed. These concerns 
include the concept of taxing 
discounts on products or 
above market payments for 
produce as a shareholder 
dividend or fringe benefit. 

Activity 

In most instances the 
co-operative would not exist 
if it was not for the activity 



generated by it's loyal 
members. In many areas 
the regional store or 
industry process would not 
exist to the detriment of the 
economy. Mutuality enables 
the co-op to economically 
buy and sell commodities for 
the member's operation. In 
many circumstances what is 
a benefit one year, could 
follow a long period of 
below market benefits." 

Concur 

"We concur that distributions 
based only on a dividend on 
share face value (i.e. open 
policy of share investment in 
the co-operative) ... could be 


treated as a franked 
dividend under the 
proposed tax credit 
arrangements. However/ 
many co-operative based 
organisations have in their 
rules that shares are held in 
proportion to throughput or 
activity. In these instances 
the holding of shares is 
purely to finance the activity 
and any subsequent 

distribution is often 
the mechanism for 
payment of the 
distribution for 
purchase of products. 
It is essential that 
these distributions be 
able to be treated as 
deductions as a 
payment to members 
without tax and as a 
consequence are assessable 
in the members hands." 

"The impact upon cash flow 
of taxing distributions where 
the member's business and 
taxable income is far less 
than the entity rate of 
taxation would be disastrous 
to most member's activities. 

It also does not take account 
of the fact that they will pay 
the appropriate tax along 
with all other Australians. It 
is essential that 
co-operatives be able to 
accrue transactions based on 
the year of conducting that 
business activity as at 
present. " 





